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Universal Service Fund: 
Background and Options for Reform 



Summary 

The concept that all Americans should be able to afford access to the 
telecommunications network, commonly called the “universal service concept” can 
trace its origins back to the 1934 Communications Act. Since then, the preservation 
and advancement of universal service has been a basic tenet of federal 
communications policy, and Congress has historically played an active role in 
helping to preserve and advance universal service goals. The passage of the 
Telecommunications Act of 1996 (P.L. 104-104) not only codified the universal 
service concept, but also led to the establishment, in 1997, of a federal Universal 
Service Fund (USF or Fund) to meet the universal service objectives and principles 
contained in the 1996 Act. According to Fund administrators, from 1998 through 
end of year 2005, $43.5 billion was distributed, or committed, by the USF, with all 
50 states, the District of Columbia and all territories receiving some benefit. 

The Federal Communications Commission (FCC) is required to ensure that 
there be “specific, predictable and sufficient... mechanisms to preserve and advance 
universal service.” However, changes in telecommunications technology and the 
marketplace, while often leading to positive benefits for consumers and providers, 
have had a negative impact on the health and viability of the USF, as presently 
designed. These changes have led to a growing imbalance between the entities and 
revenue stream contributing to the fund and the growth in the entities and programs 
eligible to receive funding. The desire to expand access to broadband and address 
what some perceive as a “digital divide” has also placed focus on what role, if any, 
the USF should take to address this issue. 

There is a growing consensus among policy makers, including some in 
Congress, that significant action is needed not only to ensure the viability and 
stability of the USF, but also to address the numerous issues surrounding its 
appropriate role in a changing marketplace. How this concept should be defined, 
how these policies should be funded, who should receive the funding, and how to 
ensure proper management and oversight of the Fund are among the issues expected 
to frame the debate. 

The current policy debate has focused on four major concerns: the scope of the 
program; who should contribute and what methodology should be used to fund the 
program; eligibility criteria for benefits; and concerns over possible program fraud, 
waste, and abuse. A separate and more narrowly focused issue, the impact of the 
Antideficiency Act (ADA) on the USF, has also become an issue of concern. 

Legislative measures to address the reform, restructuring and expansion into 
broadband of the USF (S. 101, S. 71 1, S. 3491, H.R. 42, H.R. 2054, H.R. 5806, H.R. 
6320, H.R. 6356, H.R. 7000) as well as those that address ADA compliance (H.R. 
278, H.R. 2054, H.R. 2829, S. 609, S. 101) have been introduced in the 1 10 th 
Congress. 

This report will be updated as events warrant. 
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Introduction 

The concept that all Americans should be able to afford access to the 
telecommunications network is commonly called the “universal service concept.” 
This concept can trace its origins back to the 1934 Communications Act. 1 Since then 
the preservation and advancement of universal service has been a basic tenet of 
federal communications policy, and Congress has historically played an active role 
in helping to preserve and advance universal service goals. In 1996 Congress passed 
the Telecommunications Act of 1996 (P.L. 104-104), which not only codified the 
universal service concept, but also led to the establishment of a federal Universal 
Service Fund (USF or the Fund) to meet the universal service objectives and 
principles contained in the 1996 Act. According to Fund administrators, since 1997 
over $50 billion in support has been disbursed by the USF, with all 50 states, the 
District of Columbia, and all territories receiving some benefit. 2 

Over the past decade the telecommunications sector has undergone a vast 
transformation fueled by rapid technological growth and subsequent evolution of the 
marketplace. A wide range of new services have become available, offered by a 
growing list of traditional as well as nontraditional providers. One of the results of 
this transformation is that the Nation’s expectations for communications services 
have also grown. In the past, access to the public switched network through a single 
wireline connection, enabling voice service, was the standard of communications. 
Today the desire for simple voice connectivity has been replaced by the demand, on 
the part of consumers, business, and government, for access to a vast array of 
multifaceted fixed and mobile services. Consumers are also demanding greater 
flexibility and may choose to gain access to the same content over a variety of 
technologies, whether it be a computer, a television, or a mobile telephone. The 
trend towards sharing information, such as music, movies, or photographs, is also 
growing, making it necessary to ensure that network upload speeds match download 
capabilities. These advances require that networks transition into converged next- 
generation wireline and wireless broadband networks capable of meeting these 
demands. One of the challenges facing this transition is the desire to ensure that all 
citizens have access to an affordable and advanced telecommunications infrastructure 
so that all members of American society may derive the benefits. 3 



1 Communications Act of 1934, as amended [47 U.S.C.151 et seq.]. 

2 See [http://www.usac.org/about/universal-service/fund-facts/fund-facts.aspx], 

3 For a discussion of issues relating to broadband deployment, access, and regulation see 
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